








We consider an overlapping generations economy where the government implements pay-
as-you-go social security. The size of policies is determined through political process. It
is shown that there exists a Markov perfect politico-economic equilibrium where the size of
policies is represented as linear functions of physical capital, and we investigate the eﬀects of
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co0 = R0s−1 + b0 (8)








t , A > 0, α ∈ (0, 1) (9)
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